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Agricultural Cooperative Service

1984 Ag Co-op Combined business volume of 5,782 agricultural marketing, purchasing, and

Business Volume service cooperatives for 1984 was $73 billion, up 9.4 percent from 1983 and up 2

Was Record High percent from the former record high of $71.5 billion in 1981. Net margins,

however, were $1.01 billion, off 4.4 percent from 1983. Total assets were $29.2

billion, up about 1.3 percent, while member patron equity was $12.2 billion, an

increase of 5.6 percent. Cooperative memberships dropped to 4.84 million from

4.95 million.

Sales and Margins

Of Top Co-ops Up;

Debt, Assets Dropped

Sales of the 100 largest cooperatives totaled $53.2 billion in 1984, an 8.9 percent

increase from 1983. Net margins of nearly $421 million were up 6 percent.

Members' equity of $5.6 billion represented an increase of nearly 5 percent. As-

sets of $16.6 billion represented a 2 percent decline. Most significant change

was an 8 percent drop in debt to $6.4 billion.

Director Liability, Agricultural Cooperative Service (ACS) researchers probed planning, negotiat-

Merger Research ing, and implementing mergers for cooperatives. Cooperatives reorganize most

Highlighted frequently by merger, acquisition, or consolidation.

Research also was conducted into the field of director liability.

Fishery Co-ops

Used in U.S.

An ACS study also provided a profile of fishery cooperatives. Information on

structure and financial performance will help fishers plan new cooperatives and

be useful to managers and boards in planning change for their own cooper-

atives.

Bargaining Co-ops Bargaining associations, representing more than 3,000 growers, bargain for

Handled Potato Crops nearly 60 percent of the processed potato crop in the Nation. Potatoes are the

most important vegetable crop in terms of tonnage and value grown in the Unit-

ed States.

Forestry Co-ops Helped Methods of estimating annual marketing by members of forestry cooperatives

Plan Production, were examined to formulate long range business plans. A reliable prediction of

total annual sales by the cooperative is possible, but individual product esti-

mates are subject to significant errors.

Petroleum Co-ops ACS studied the vital role cooperatives played in supplying petroleum products

Researched to U.S. farms. The flow of petroleum products through the vertical levels of

cooperatives' petroleum system, from crude oil acquisition to retail distribution,

was analyzed. Cooperatives supplied an estimated 37 percent of all petroleum

fuels used in U.S. farm production in 1982.

Local Co-ops Were
Big Grain Handlers

A total of 2,060 local cooperative associations handled 4.7 billion bushels of

grain during the 1982-83 marketing year. This is about 41 percent of all grain

sold off the farm during the year. Corn, at 1.5 billion bushels, ranked as the

leading grain marketed; wheat was second at slightly under 1 billion bushels.



Supply Co-ops Supply sales of cooperatives in the Midsouth grew at an annual rate of 43 per-

In Midsouth Grew cent from 1951 to 1983, a rate unequalled by supply cooperatives in any other

At Faster Rate region of the United States. Total cooperative sales of 300 member locals

reached $1.1 billion in 1983. Regionals operated generally free of competition

from other cooperatives. They were well managed and supported.

ACS Dairy Research

Anticipated 1985

Farm Bill Proviso

Responding to broad interest in a means of appropriately compensating dairy

cooperatives for marketwide milk supply-balancing services, ACS published

research demonstrating how to determine market-balancing costs and ways to

equitably distribute pooled funds to cooperatives performing marketwide supply-

balancing services. Marketwide service payments for milk supply-balancing serv-

ices are now authorized in the 1985 Farm Bill (title I, subtitle A, sec. 133).

ACS Involved

In Assistance

Projects

ACS was involved in 62 technical assistance projects during the year, of which

42 were for emerging or developing cooperatives. Upward of 20 different com-

modities were represented in these projects. Also, there were examinations of

cheese, butter, and powder manufacturing costs at 32 cooperative plants; an as-

sessment of the feasibility of merging 2 grain marketing cooperatives in Iowa

and 2 vegetable marketing cooperatives in Hawaii; assistance in evaluating the

feasibility of implementing a peanut shelling and marketing cooperative in Vir-

ginia; and aid developing financial projections for an alfalfa pelleting and hay

marketing cooperative in Tennessee.

Agricultural Marketing Service

Navel Orange
Regulations

Suspended

Effective January 31, 1985, weekly regulations controlling fresh Navel orange

shipments to domestic markets were suspended after less than one half of the

projected total supply for the season had been shipped. The suspension was

based on the Department's determination that the season average grower price

for California-Arizona navel oranges would exceed parity. No similar action had

been taken under the navel orange marketing order since it was promulgated in

1954.

Investment The Agricultural Marketing Services (AMS) earned $1.8 million in interest from

Monies Earned the investment of working capital balances of the cotton, meat, poultry, and

fruit and vegetable program, the live animal program, and the dairy and seed

grading program in fiscal year 1985.



Egg Order
Hearing

Granted

A task force composed of representatives of the egg industry submitted a pro-

posed marketing order to the Department in March. The order contained

authority to impose quantity control or allotments on handlers. A request to in-

itiate the formal rulemaking process on this proposal was denied. In September,

another order was presented. It contained only a provision for a mandatory no-

refund assessment for the purpose of conducting a research and promotion pro-

gram and for a program for the removal of surplus fowl. The Department decid-

ed to initiate the formal rulemaking process in November; but, based on a

request from the Department of Justice, delayed the beginning of the hearing

until January 8, 1986.

Instrument

Classification

Expanded

Instrument classification of cotton continued to expand in 1985. High volume in-

strument classing (HVI) was available to growers in all but the far western sec-

tions of the Cotton Belt. The highest usage of HVI was in Texas and Oklahoma,

where 85 percent of the 1985 crop was classed by this method.

Grower Advisory Grower advisory committees were established in each of the 20 AMS cotton

Committees classing areas. Participation in the committee effort was good and proved to be

Established an effective tool in promoting better understanding and working relationships

between AMS personnel and the cotton growers.

Diversion Program
Added to Raisin

Order

The Federal marketing agreement and order for raisins produced from grapes

grown in California was amended early in 1985 to include authority for a Raisin

Diversion Program (RDP). The RDP gives the industry a means of reducing the

volume of grapes grown for drying to bring the supply more closely in line with

market needs.

PACA Trust The trust amendment to the Perishable Agricultural Commodities Act (PACA),

Proved Effective implemented December 20, 1984, has been in effect for over a year. There have

been over 19,800 trust claims filed in that time with more than $88 million

returned to growers and sellers of fruits and vegetables. Several court actions

have been initiated to prevent the dissipation of trust assests. The courts have

upheld the provisions of the law. There have been industry reports of improved

pay practices. The amendment has provided an early alert system of firms that

are experiencing financial problems.

Canadian
Import Compliance
Implemented

AMS conducted random spot checks of Canadian potatoes imported through

Maine last season. The extensive surveillance proved effective in keeping out

potatoes that failed minimum import requirements comparable to those for

domestic marketing orders under the "Golden Rule" (section 608e) of the

Agricultural Marketing Agreement Act.

Hop Marketing Termination of Marketing Order No. 991 governing the marketing of domesti-

Order Terminated cally produced hops became effective December 31, 1985. The order was termi-

nated because it failed to implement, and even obstructed, the purposes of the

Agricultural Marketing Agreement Act of 1937. The order had been in effect

since 1966.



Agricultural Research Service

Agricultural

Problems
Targeted

The Agricultural Research Service (ARS) has some 3,000 fundamental and ap-

plied research projects underway in these areas: protection of soil, water, and
air; crop and animal production and protection; postharvest technology; human
nutrition; and expert systems development.

Interest Shown Commercial interest in ARS patents rose 64 percent, with 666 requests for infor-

In ARS Patents mation. Seventeen exclusive licenses based on ARS research were granted, com-
pared to 14 a year earlier, and only three 5 years ago.

Biochemist Awarded
National Medal

Howard L. Bachrach, an ARS biochemist, was awarded the National Medal of

Science for research that led to an experimental genetically engineered vaccine

against foot and-mouth disease, one of the most devastating diseases of cloven-

hoof animals.

Six-Year ARS
Research Plan

Published

A new ARS 6-year implementation plan (1986-92) was published to reaffirm and
update broad research strategies and to improve communications between scien-

tists and users of research.

Soil Bacteria

Cloned
Genes in two soil bacteria were found that cause enzymes to speed the break-

down of pesticides. A team at Beltsville, Md., has cloned the genes so that the

bacteria make more enzymes to improve toxic waste disposal.

Wheat Researcher

Named Top Scientist

R. James Cook, a plant pathologist, was selected as ARS "Distinguished Scien-

tist of the Year" for 1985. Cook found the causes of several serious root diseases

of wheat and ways to control them.

Key Found
To Poultry Vaccine

Encouraging test results were announced for a genetically engineered antigen

that could become a key to developing a vaccine against coccidiosis, a disease

which costs the poultry industry $300 million a year. The work was done jointly

by ARS scientists and Genex Corporation.

Research Summaries
Made Available

About one-third of the 3,600 interpretive summaries written by ARS scientists

were entered into the Cooperative Systems Information Network, where they be-

came available to universities. Key summaries also were sent to industrj' and

government agencies.

Construction Begun
On Facilities

Construction began on the 54-million-dollar or 11-story Children's Nutrition

Research Center in Houston, Tex.; the Plant Gene Expression Center in Albany,

Calif.; and Laboratories in Hawaii, Oklahoma, and Oregon.

Peroxide Found An ARS biochemist has found that a solution of hydrogen peroxide will "wash

To Convert Crop out" lignin from indigestible crop residues, turning them into high-quality cattle

Residues To Feed feed. Rights to commercial use of the process have already been granted to

several companies.



Trace Mineral

Needs Studied

By Nutritionists

Research was continued to establish trace mineral needs in human nutrition

and to discover how excessive amounts of one mineral might block the body's

use of another mineral. Chromium was found to help maintain proper blood su-

gar levels. Evidence mounted that copper deficiencies, when combined with a

high intake of fructose, could contribute significantly to coronary heart disease.

Agricultural Stabilization and Conservation Service

New Banking
System
Implemented

A contract was signed with the National Bank of Detroit in Detroit, Mich., to

serve as the concentrator bank in the Commodity Credit Corporation's Concen-

tration Banking System (CBS). CBS is a system which will reduce the float time

of deposits from more than 1,800 Agricultural Stabilization and Conservation

Service (ASCS) county offices to the U.S. Treasury by clearing checks locally

and electronically centralizing money overnight. The system implementation be-

gan in January 1986 with November 1986, targeted for completion. Once fully

implemented, CBS is expected to save an average of 3.75 days of float or about

$8 million a year.

Dry Milk

Donated
USDA donated up to 1,000 tons of Government-owned nonfat dry milk to the Il-

linois Department of Agriculture for the African Famine Relief Program. The

milk is to be used to manufacture about 6,700 tons of corn-soya milk product for

distribution in Africa.

Tobacco Loan
Rate Reduced

The flue-cured tobacco loan rate was reduced by 5 cents per pound, and rebates

were offered to purchasers because of a request by a Flue-Cured Tobacco Cooper-

ative Stabilization Corporation. Reductions were made to make the tobacco more

price competitive.

Farmers
Signed Up

Acreage signed up for 1985 wheat, feed grain, rice, and cotton programs

represented 69 percent of the "base" acreage of the crops involved.

New Storage

Program
Announced

A special storage program for grain producers was announced. Farmers with

mature or maturing CCC farmer-own grain reserve loans will be given the op-

portunity to repledge the collateral under the new program, permitting them to

continue to maintain control of their grain and earn storage payments for up to

a year.

Commodities
Exported

To Africa

Private exporters bought 84.2 million dollars worth of wheat, corn, and rough

rice for resale to African country hard hit by drought. The commodities were

sold instore at the warehouse location. The exporters will pay all processing

costs plus the cost of transportation to the importing country.



Farm Bill

Signed

On December 23, President Reagan signed the 5-year Food Security Act of 1985,

which extended and revised the agricultural price-support and related programs

administered by ASCS. It also included significant new soil protection provisions

designed to conserve millions of acres of fragile soils.

Conservation

Water Quality

Emphasized

Special projects under the 1985 Agricultural Conservation Program emphasized

soil conservation in critical erosion areas and water quality improvement where

problems are identified. ACP funds of $6 million were made available to farm-

ers and ranchers in special project areas.

The Variable Cost-Share Level (VCSL) project was expanded to 265 counties.

This project is voluntary by county and uses soil loss data to determine the rate

of cost-sharing on certain soil conservation practices.

Milk Diversion

Program
Completed

The 15-month Milk Diversion Program ended March 31, with 41,884 producers

receiving a total of $967 million under the program. Assessments of $874 mil-

lion collected from milk producers partially offset the cost of the program. Net

removals of dairy products under the milk price support program dropped from

16.8 billion pounds in 1983 to 8.6 billion pounds in 1984. In 1985 net removals

are expected to increase to about 13.5 billion pounds.

Automation
Project

Begun

In January, ASCS began the first phase of its State and County Office Automa-

tion Project (SCOAP). In April, the agency decided to proceed. In August, deliv-

ery of hardware began to over 2,800 sites nationwide. The targeted completion

date is September 1986.

Animal and Plant Health Inspection Service

Joint US-USSR
Committee Met
In Moscow

Animal and Plant Health Inspection Service (APHIS) programs should benefit

from 1985 agreements reached at meetings of a U.S. and U.S.S.R. committee in

Moscow. APHIS officials anticipate exchanging information on new methods of

plant protection, methods of quarantine inspection, and quarantine regulations.

They also expect to exchange biological control organisms and to hold joint ship-

board experiments on decontamination of plant products during sea transit. In

the veterinary services field, the talks may lead to a pooling or exchange of

animals with economically valuable traits.

APHIS Given
Biotechnology

Responsibility

The Secretary has delegated to APHIS the responsibility for coordinating all

areas relating to the regulation of the products and processes of biotechnology.

APHIS has already approved and licensed several veterinary biologies produced

by new biotechnologies. So far, none has involved live organisms, which will re-

quire more caution and additional guidelines. APHIS is considering permit ap-

plications regarding genetically engineered plant materials, case by case until

new regulations are in place. This will be done in coordination with the En-

vironmental Protection Agency.



Expansion of Congress asked APHIS to look into expanding the screwworm and Medfly eradi-

Eradication cation efforts in Central America. The screwworm feasibility report says expand-

Efforts Considered ing eradication as far south as the Panama-Colombia border is "operationally

feasible and supported by producers and governments in the region." So far,

eradication has been achieved down to the Isthmus of Tehuantepec in southern

Mexico, where a sterile fly barrier exists. The Medfly report likewise recom-

mends moving a sterile-fly barrier farther south to Panama.

Africanized Bees In 1985, the United States experienced its first inland infestation of Africanized

Destroyed in honeybees—sometimes called "killer bees." An area in Kern County, Calif, re-

California mained under USDA quarantine until authorities could search out and destroy

all hives confirmed as Africanized.

Detector Dogs
Follow Trail

Of Success

The highly successful detector dog project is destined to become a permanent

program. Passively trained beagles are used to sniff out prohibited agricultural

products from baggage of overseas air passengers. The dogs proved popular with

the press and public.

Western States The 1985 cooperative rangeland grasshopper treatment program was the largest

Treated ever conducted by APHIS. Approximately 13 million acres in 13 Western States

For Grasshoppers were treated at a cost of $22 million.

Several States Seasonal treatments for gypsy moth were carried out in nine States by use of in-

Treated tegrated systems of pest management. The largest, by far, was applied to

For Gypsy Moths 225,000 acres of Lane County, Oregon.

Florida Treated Three Mediterranean fruit flies were discovered in the Greater Miami vicinity.

For Medflies A 14-square-mile area was treated with Malathion bait spray, and some 240

million sterile male fruit flies were dropped to protect Florida's estimated citrus

industry. This marked the first time sterilized flies were used in Florida to help

eradicate a Medfly outbreak.

Citrus Canker In 1985, State-Federal authorities in Florida continued efforts to control and

Fight Continued stamp out citrus canker, a highly contagious bacterial disease. So far, 19 nurser-

ies have been confirmed as infected. No infection has been found in producing

groves. Burning of infected or exposed trees is the only way to stop the disease.

Brucellosis

Eradication

Advanced

1985 saw a 17.5-percent reduction in the number of cattle herds affected by

brucellosis. Two States—Montana and Wyoming—advanced to free status after

going 1 year with no infection.



Cooperative State Research Service

Research Agenda The Cooperative State Research Service (CSRS) joined the Experiment Station

Developed Committee on Organization and Policy (ESCOP) in sponsoring a symposium and
workshop to establish research priorities for the State agricultural experiment

stations (SAES). The priorities focused on five major areas: natural resources,

animal sciences, plant sciences, economic and social concerns, and cross-cutting

issues. Following are a few examples of such research:

Wood Utilization

Could Be Enhanced
A forest products chemist at the University of California developed a process of

acid hydrolysis through which wood wastes are utimately converted to formic

and acetic acid and methanol. The process appears commercially viable. A pilot

plant was tested and a commercial-size unit is scheduled for construction. If

commercially successful, the process would help utilize the Nation's large quan-

tities of low-grade hardwoods.

Embryo Freezing Through research at the University of Georgia a simplified, on-farm procedure

Simplified for freezing embryos was found. Cattle embryos added to the freezing medium
were shown to survive freezing as well as those undergoing the more complex

laboratory process. An inexpensive portable freezer can be used.

Mycotoxin Analysis

Improved
University of Missouri scientists developed a rapid, inexpensive analytical test

for detecting eight fungal toxins harmful to animals and people. These are the

most common mycotoxins found in grains and mixed feeds. The test permits the

monitoring of a large number of samples at a minimal cost and provides im-

mediate information when a potential hazard exists.

Diagnostic Test Using biotechnology techniques, scientists at Washington State University deve-

Developed loped a new diagnotic test and vaccine for the highly contagious disease of cat-

tle, vesicular stomatitis. The symptoms and rapid spread of this disease are

often identical to foot-and-mouth disease. Until now, time-consuming tests were

needed to differentiate the two diseases. The new test permits identification of

vesicular stomatitis outbreaks under field conditions in less than 6 hours. The

new vaccine provides a much longer immunity.

Vector for DNA University of Illinois Agricultural Experiment Station scientists have developed

Transfer a procedure by which segments of genetic code of wild corn relatives are incorpo-

Developed rated into the DNA of pollen of common corn hybrids. Use of this technique al-

lows introduction of unique characteristics, such as leaf rust resistance, into

domestic corn hybrids in one or two generations. This contrasts with 8 to 15

generations required by conventional plant breeding procedures.

Water Supplies Texas Agricultural Experiment Station scientists showed that inexpensive,

Conserved natural animal fat emulsions can be used under practical field conditions as soil

or folier sprays to reduce moisture loss. This would enhance germination and

growth of small-seeded or shallow-rooted vegetable crops. In addition to its cost

effectiveness, the emulsion spray procedure prevents the soil from crusting over,

which usually occurs with repeated irrigations.



Biotechnology The Competitive Research Grants Office initiated a new 20-million-dollar grants

Grants Program programs to support basic research related to biotechnology. Approximately 900

Initiated proposals were received. Their qualities were considered exceptionally high by

the technical review panels. A total of 166 grants were awarded.

Departmental Administration

Agencies that are considered administrative include the following: Office of

Finance and Management, Office of Operations, Office of Personnel, Office of In-

formation Resources Management, Office of Management Reform, Office of Ad-

vocacy and Enterprise, Board of Contract Appeals, and the Office of

Administrative Law Judges.

Management
Savings

Foreseen

Management improvement efforts under the Reform '88 programs and the Secre-

tary's management plan are projected to save the Department $4.6 billion dur-

ing 1983-91, with annual savings ranging from $100 million to more than $700

million.

Streamlining

Reviewed
A major review of Department field, headquarters, and administrative opera-

tions was conducted as part of the Secretary's management plan. Recommenda-

tions were submitted to the Secretary on field office colocations, and

administrative and headquarters improvements that would reduce costs and im-

prove service to the public.

Preference Goals Under the direction of the Office of Advocacy and Enterprise, the Department

Surpassed surpassed four of its seven procurement preference goals. The Department is a

leader among major Federal agencies in the percentage of awards granted to

small businesses. Of the total procurement budget of $2.1 billion, 53 percent

was awarded to small businesses.

NFC Serviced

Commerce,
Other Agencies

Travel Managed

The National Finance Center (NFC) is now providing payroll and personnel

processing support for Department of Commerce employees through a cross-

servicing agreement. NFC already provides a range of administrative processing

support to the Department of Education, the Merit Systems Protection Board,

and the Federal Mine Safety and Health Service Commission.

USDA employees now carry some 38,000 charge cards, 30 percent of which are

issued by the Government. These have reduced travel advances by $4 million.

Financial The Office of Finance and Management (OFM) is developing a single, integrated

System Developed USDA-wide system for consolidating financial management and accounting in-

formation to aid reporting and decisionmaking.



Charges Reduced An effort to reduce Worker's and Unemployment Compensation charges paid by

the Department has resulted in a 3.5-million-dollar annual savings. Duplicate

recipients were identified, job-related disabilities recertified, and alternate em-

ployment offers made.

Functions Targeted

For Improvement
The Office of Finance and Management (OFM) developed an "acid test" review

of key administrative functions targeted by the Office of Management and Budg-

et for productivity improvement through contracting. By making quick reviews,

OFM evaluated loan processing and accounts management, motor vehicle serv-

ices, architecture and engineering, audiovisual services, automated data process-

ing, and facilities management. Rather than recommend indepth study for

contracting, the review teams developed recommendations to improve manage-

ment of the functions.

Building

Management
Progressed

Since USDA took responsibility for managing its buildings from the General

Services Administration in October of 1984, some 450 repair and rehabilitation

projects have been accomplished. Complete renovation of the Auditors Building

has been negotiated with GSA for completion by 1988. Space reductions to con-

form to the 135-square feet per person GSA guideline is releasing 245,000

square feet by 1990 and will save $2.5 million a year through reduced rental

charges.

Contracting

Automated
Cooperating with the Environmental Protection Agency, the Department is in-

itiating an automatic contracting system. Using standard paragraphs and an au-

tomated decision system, the average manual 40-hour action is reduced to an

hour or less. More than $3 million and lengthy processing time will be saved

through this system.

Vehicle Services To better manage vehicles throughout the Department, a series of improvements

Improved included establishing a single vehicle standard and restructuring repair and fuel

services. An effort is being made to provide a credit card for vehicle main-

tenance and operations.

Field Office

Automation
Negotiated

A coordinated contract for 6,000 office automation installations in State and

county offices of the Soil Conservation Service and the Farmers Home Adminis-

tration was negotiated with a contractor. Called FOCUS, the purchase is the

largest single procurement USDA has ever made.

Electronic

Dissemination

Initiated

The Department began electronic dissemination time sensitive data to the pub-

lic. Now 15 commercial users are receiving data in bulk form and repackaging

it for further dissemination to the public, cooperators, and to Department em-

ployees.

DEPNET Usage Use of the Departmentwide telecommunications network (DEPNET) has in-

Increased creased some 86 percent. Use of Telemail, the Department's basic electronic

mail system, increased more than 1,000 percent—from 663 to 6,977 users.
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Locator System
Developed

A Departmental Information Locator System is being developed to provide ac-

cess to six inventory systems: directives, information systems, ADP equipment,

forms, reports, and software in common use.

Demonstration With other government agencies, USDA is conducting a demonstration project

Project Started with the Universities of Florida and Miami to implement a simplified, standard

research agreement. This would consolidate information requirements and im-

prove research productivity.

Special Week
Netted Ideas

Idea Week stimulated Department employees to submit 1,600 ideas to improve

operations. These were reviewed and implemented as feasible.

Awards System Regulations covering awards to employees were simplified and approval authori-

Simplified ty lowered. More emphasis is being put on recognizing excellent performance

and on use of non-monetary awards.

Case Load
Increased

The case load of the five administrative law judges increased from 301 to 421

cases decided. These judges preside at rulemaking and adjudicatory hearings as

part of Department regulatory programs. In addition, 15 rulemaking proceed-

ings were conducted by the judges.

Board's Work The number of appeals filed with the Board of Contract Appeals increased, with

Load Increased a total of 426 new appeals docketed. An active caseload of 504 appeals remained

on the docket. This represents an increase of more than 63 percent in new ap-

peals and about 55 percent in the remaining caseload over the previous year.

Economic Research Service

ERS Provided

Background
On Farm Bills

Economic Research Service (ERS) policy analysts worked on the Administra-

tion's farm bill, which stressed market orientation and will eventually reduce

the Government's role in price and income supports, stockholding, and produc-

tion control programs. ERS staff also reviewed over two dozen other farm bills

proposed by Congress and farm groups.

Farm Financial

Conditions Studied

ERS determined that of the farms with the most serious financial problems at

the start of 1985, over 38,000 were technically insolvent, 55,000 had debt/asset

ratios between 70 and 100 percent, and 121,000 farms had debt/ asset ratios of

40 to 70 percent. Over 45 percent of farm operators' debt was owed by those

with both high debt/asset ratios and insufficient net cash income. Of the farm
loans not fully serviceable in 1985, over 32 percent were held by the Farm
Credit System, almost 18 percent by the Farmers Home Administration, and
about 26 percent by commercial banks. The number of agricultural bank
failures increased from 7 in 1983 to 25 in 1984, and to 44 in the first 9 months
of 1985.
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Financially

Troubled Farms
Estimated

Land Value

Decline Reported

The ERS Farm Costs and Returns Survey conducted in the spring of 1985 indi-

cated that 320,000 farms closed out 1984 with a debt load exceeding 40 percent

of their assets. Approximately 214,000 of these units were probably unable to

cover production expenses, family living needs, and loan repayments out of cur-

rent farm and nonfarm income

Farmland values declined 12 percent from April 1984 to April 1985, the largest

decrease since the early 1930's. Hardest hit were farms in the Corn Belt, Lake
States, and northern Plains, where values fell 20 percent, according to an ERS
survey.

Financial

Deregulation

Reviewed

Preliminary ERS research suggests that rural banks should not be particularly

adversely affected by financial deregulation. Rural and urban banks have adapt-

ed equally well to changing trends. However, the heavy concentration of farm

loans held by rural banks makes them vulnerable to continuing deterioration of

the agricultural economy.

Slow Recovery Economic recovery in farm-dependent areas (700 of the Nation's 2,500 rural

Tracked In counties rely on farm income) has been stymied by the depressed agricultural

Farm Sector situation and the slow growth of the U.S. economy since the 1979-82 recession,

according to an ERS study.

World Price, Export

Relationship

Determined

ERS researchers indicated that in the first year after a change in world prices,

the volume of exports may shift less in percentage terms than the opposite

movement in prices, resulting in a loss of earnings if U.S. export prices declined.

The change would not greatly affect export revenue in the second year. But af-

ter that, U.S. crop export revenues could move considerably in the opposite

direction of a world price change.

World Economic
Conditions Studied

African Crisis

Estimated

Farm, National

Economies Linked

Pilot studies were done to calculate the effect of specific macro-economic policy

changes on U.S. agricultural trade. One study shows that a rescheduling of

Mexican debt would increase U.S. exports to that country. Another notes that

increased protectionism in world markets would damage the future prospects for

U.S. agricultural exports, while steady and robust world economic growth and a

weaker dollar could lead to increased U.S. farm product sales.

The African food crisis is so extensive that a solution requires economic develop-

ment of both the agricultural sector and total economy, according to ERS
researchers. Usually those countries do not have sufficient foreign exchange to

purchase food commercially to fulfill their needs.

ERS researchers determined that linkages between the U.S. farm and national

economies are so close that conditions beyond the farm gate can affect agricul-

ture as much as farm programs. Also, global business cycles have a major effect

on the demand for U.S. farm products. Each dollar earned by farm exports

stimulates another $1.37 of output in the U.S. economy.
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Livestock and Dairy

Changes Analyzed
ERS analysts found that the average number of calves born annually per 100

beef cows and breeding-age heifers increased from 70 in 1975 to 87 by 1980.

Average weight per head of cattle sold or placed on feed by cow-calf operators

increased between 11 and 32 pounds, and total weight was up 7.6 percent.

However, returns to operator management and risk have been increasingly

negative since 1970. Milk production has increased more in many western,

southwestern, and eastern States than in traditional dairy States. Investment in

large-scale dairies in the Southwest is more profitable than in smaller dairies in

the northern areas.

Slaughter Plant An ERS study revealed that the number of meatpacking plants decreased while

Number Declined the size and proportion of business by large firms increased in the past decade.

In 1972, there were 6,156 commercial plants. This number rose to 6,255 in 1976.

They dropped to 5,558 by 1983. The number of plants slaughtering more than

500,000 head annually increased from 3 to 12 between 1972 and 1982, and ac-

counted for 36 percent of slaughter.

Extension Service

Farmers Aided
In Crises

During the past 2 years, Extension has helped 95,600 farm families develop a

revised farm business and financial plan. Nearly half these distressed farm fa-

milies will continue to farm full time, 8 percent will stop farming, and 24 per-

cent will farm part time with off-farm income. In the next 12 months, 260,000

more farm families will need help in developing revised financial plans, and

about two-thirds of those already aided will need help in the next year.

Twelve States provided hot lines. They handled about 18,000 calls. Fourteen

States have counseling centers.

Extension programs provided information to 167,000 farm families on family

stress. About 15,600 agricultural professionals received indepth training in how
to provide intensive assistance to farm families, and these people have helped

80,000 farm families in the last 2 years. About 8,000 rural nonfarm businesses

and community organizations received intensive assistance in financial planning

from Extension.

Extension programs in 31 States helped 64,702 families handle problems tracea-

ble to the farm financial crisis. Over 26 million families were reached directly

or through Extension-generated media contacts. Also, about 1.7 million people

took part in financial planning and management programs
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Conservation

Tillage Taught

Trade Education

Expanded

Profitability

Aided By IPM

Significant Extension conservation tillage programs in 1985 included: Indiana
Extension, aided by the Soil Conservation Service and soil and water conserva-

tion Districts, held 10 regional seminars on conservation tillage. Over 2,000
farmers and agribusiness leaders participated. Over 5,000 Kentucky farmers at-

tended 27 Extension no-till conferences emphasizing conservation tillage.

Extension expanded its programs to provide information on trade and trade poli-

cies to farmers, agribusiness managers, local public officials, and homemakers.
These programs are designed to create awareness and understanding of trade

policies and their implications for farm and business enterprises. In March 1985
a televideo conference on international trade from Oklahoma State University

reached over 3,000 educators, Extension economists, business operators, and
government officials at 50 downlink sites around the country.

Integrated pest management (IPM) contributed to Extension efforts to increase

agricultural profitability with production cost savings ranging from $27 to $60
per acre and yield increases between 5 percent and 20 percent in several States.

EFNEP About 235,000 homemakers, representing nearly 895,000 family members, and

Educated almost 455,000 youth participated in Expanded Food and Nutrition Education

Needy Families Programs (EFNEP). Just over 4,000 Extension paraprofessionals and over 53,500

volunteers contributed to EFNEP delivery. Staff members referred families to

other nutrition programs, where appropriate, and taught the most needy fami-

lies, most of whom put into practice healthy dietary changes.

Avian Influenza Extension staff worked with APHIS and State regulatory officials in Pennsylva-

Information nia, Maryland, Virginia, and New Jersey to alert the poultry industry to the

Provided potential spread of avian influenza. Extension's massive response improved the

communication network among Extension personnel, State and Federal agen-

cies, and all parts of the poultry industry. Avian influenza was eradicated and

heavy losses of hundreds of millions of dollars were averted.

Teen Stress

Documented

Hardwoods Used

Local Government
Capacity Being

Built

A southwestern Minnesota 4-H agent's study on teen suicidal thought and at-

tempts found the suicide attempt rate reported to be 300 percent larger than ex-

pected. Four-H programs will be modified to increase coping skills of youth and

families, partly because of this study.

Market potential for eastern hardwoods improved as North Carolina Extension

and others conducted workshops on producing and using framing lumber from

yellow poplar, aspen, and other less dense hardwoods.

Iowa Extension is helping local governments handle fiscal responsibilities under

Federal decentralization. Some 2,500 officials from nearly 1,000 cities and towns

are being trained in financial management, decisionmaking, and recordkeeping.

14



Farmers Home Administration

Mission Outlined The Farmers Home Administration (FmHA) continued to provide supervised

credit assistance to farmers and other rural residents unable to obtain credit

from commercial lenders.

Private Credit

Strengthened

To increase the effectiveness of its lending policies, FmHA worked closely with

the private lending sector, including the Farm Credit Administration, The

American Bankers Association, and the Independent Bankers Association.

FmHA cooperated with commercial lenders by "subordinating" its lien position

of collateral, making it possible for borrowers to obtain additional credit. More
than 27,000 FmHA borrowers received loans from production credit associations

and local banks after the agency subordinated its credit position so farmers

could use FmHA collateral to secure other loans. In addition, an approved

lenders plan (ALP) was initiated to make it easier and quicker for commercial

lenders to make farm loans backed by FmHA guarantees. For the first time in

its history, FmHA guaranteed more than $1 billion in agricultural credit.

Loan Problems
Relieved

Farmers received further financial assistance through the individualized loan

servicing activities of FmHA. This assistance enabled the borrowers to continue

in farming with improved chances of success. More than 120,000 borrowers'

loans were rescheduled or reamortized. Another 4,619 borrowers received defer-

ral of loan principal and interest payments. More than 98 percent of FmHA's
279,000 borrowers were able to continue their farm operations in 1985.

Interest Rates

Lowered
Interest rates on FmHA loan programs were reduced, reflecting success in Ad-

ministration measures to roll back inflationary pressures generally. Interest

rates on community facility loans were lowered from 10 percent to 9 percent,

rates on the agency's major housing loan programs went down more than one

percentage point, and farm loans remained stable throughout the year.

Farm Credit Farm credit initiatives provided a 5-year set-aside of up to 25 percent of the

Initiatives Worked FmHA debt—maximum $200,000—and a 90 percent guarantee of a new note for

farmers who were not FmHA borrowers, if the lender wrote off at least 10 per-

cent of the existing debt, up to an amount necessary to achieve a positive cash

flow. Under the initiatives announced in 1984—15,794 borrowers received set-

asides, 29,129 had loans rescheduled or reamortized, and 10,678 were able to es-

tablish adequate cash flow through counseling with FmHA staff members.

Housing Provided FmHA continued to provide a high level of credit for housing in rural America.

The agency made loans of nearly $1.8 billion for single family housing and $903

million for rental units, providing decent and adequate housing for more than

68,000 low- and moderate-income rural families.

Community
Facilities

Financed

FmHA made loans and grants totaling $469 million to install, expand, or im-

prove water and waste disposal systems in America's small towns and rural

areas. The agency provided another $115 million in loans to finance other com-

munity facilities, such as hospitals, fire stations, libraries, town halls, recreation

areas, and other essential community facilities.
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Office Automation In order to permit FmHA staff to work more efficiently and to provide better

Contract Awarded service to borrowers, FmHA entered into a 10-year contract with an electronic

firm to provide computer hardware, software, and maintenance for all FmHA
State, district, and county offices, as well as the national office in Washington
and the finance office in St. Louis, Mo.

Loans, Grants

Totaled

In fiscal year 1985, FmHA made 170,933 loans and grants amounting to a total

of $9.5 billion. For fiscal year 1984, loans numbered 175,955 and amounted to

$8.0 billion.

Federal Crop Insurance Corporation

Private Sector

Emphasized
The Federal Crop Insurance Corporation (FCIC) made major advances in the use

of the private insurance industry for selling crop insurance.

A new agency sales and service (Master Marketers) contract and a new reinsur-

ance treaty were designed to recognize the growth of the crop insurance busi-

ness among responsible private insurance companies and to assure greater

integrity in sales and operations through quality control.

These contracts included stricter agent licensing requirements and improve-

ments in compliance review structures.

Continuing a pattern of the past 3 years, about 73 percent of the 1985 book of

business was represented by FCIC reinsurance of multiple-peril crop insurance

policies written on commercial paper.

Program
Expanded

In 1986, FCIC will provide crop insurance on 40 crops in 19,028 counties, in-

cluding 204 new county crop programs and 2 new crops.

FCIC now provides universal crop coverage for barley, corn, cotton, grain sor-

ghum, oats, rice, soybeans, tobacco, and wheat.

Coverage is available anywhere that these crops are recognized as viable farm-

ing enterprises.

FCIC Focused
On Actual

Production History

FCIC used the Actual Production History (APH) Program to determine cover-

ages on cotton, rice, corn, grain sorghum, tobacco, and peanuts.

The actuarial work for the APH program was expanded to include almonds, ap-

ples, barley, canning peaches, dry beans, dry peas, extra-long staple cotton, flax,

forage production, grapes, green peas, oats, peaches, popcorn, potatoes, prunes,

rye, soybeans, sugar beets, sunflowers, sweet corn, table grapes, tomatoes, wal-

nuts, and wheat.
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Automation
Continued

In an effort to ease the transition to APH from coverages based on county aver-

ages, FCIC now permits producers to delay submission of production records to

the Corporation until after the close of the normal marketing season.

Farmers now have until 90 days before the policy cancellation date to submit
records for the APH program.

Plans to acquire microcomputers to increase productivity were implemented.

The Corporation will be using microcomputers to automate statistical analyses

and projections, project management, and financial management.

Sales agents also will use microcomputers with risk management models, deve-

loped by FCIC and designed to aid farmers in decisions about crop insurance.

Federal Grain Inspection Service

Grain Inspection During fiscal year 1985, grain export inspection volume declined 12 percent

Volume Decreased from the previous year—from 115.2 million metric tons to 101.1 million metric

tons. For the same period, domestic inspection volume declined 6 percent, from

179.2 million metric tons to 168.0 million metric tons. As a result of the

decreased workload, Federal Grain Inspection Serivce (FGIS) offices at most

major grain export locations were adversely affected. Full-time permanent em-

ployees were reduced from 824 to 739. Because of decreased exports and cost

containment efforts, total obligations were below budget authorization limits.

Appropriated obligations of $6.7 million plus revolving fund obligations of $31.5

million, for a total of $38.2 million, represented an increase of $500,000 over the

previous fiscal year's total program obligations. FGIS has repaid to the U.S.

Treasury $4 million of a 6-million-dollar supplemental budget appropriation

granted in November 1983. The balance will be repaid in fiscal year 1986 as

operating balances permit.

Supervision Fees Effective October 1, FGIS reduced fees by approximately 40 percent for the su-

Reduced pervision of inspection and weighing services performed by official agencies. Un-

der current law, delegated States and designated agencies perform official

inspection and weighing services under Federal supervision. They must pay fair

and reasonable fees to FGIS to cover its costs. If current cost and revenue pat-

terns continue, fees may have to be adjusted in fiscal year 1986 for original in-

spection and weighing services.

Wheat Dockage The current method of wheat dockage certification rounds the actual percentage

Certification of dockage down to the nearest 0.5 percent. Foreign buyers object to this ap-

Reviewed proach because it underestimates the amount of dockage in U.S. wheat by as

much as 0.49 percent.
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The FGIS Advisory Committee recommended that FGIS propose to certify the

amount of dockage in tenths (0.1) of a percent. A public meeting was scheduled.

Quality, Condition

Of U.S. Export Grain

Challenged

Legislation Enacted

The quality and condition of U.S. grain received renewed interest. Worldwide

competition increased. Supplies were plentiful and U.S. prices were higher than

competing commodities. Although foreign buyers consider the United States a

quantity supplier, they demand better quality when its prices are higher than

those of competitors. FGIS evaluated 1984 quality. This evaluation showed that

95 percent of U.S. wheat exports met contract requirements for grade 2; 88 per-

cent of U.S. soybeans met contract requirements for grade 2 and 10 percent for

grade 3; and 31 percent of U.S. corn met contract requirements for grade 2 and

67 percent for grade 3. Generally, the wheat harvest of 1984 was completed un-

der favorable climatic conditions. However, the conditions were adverse for corn

and soybean harvests. The quality and condition of these crops were below aver-

age. As a result, many cargoes were at the lower range of grades and buyer

complaints increased.

The U.S. Grain Standards Act was amended as part of the 1985 Farm Bill. The

amendments require that (1) FGIS and ARS develop new means of establishing

grain classifications and report semiannually beginning December 31, 1985; (2)

moisture content of grain be retained as a grade determining factor when re-

quested by the government of any country; and (3) Office of Technology Assess-

ment complete a study by December 1, 1986, of U.S. grain export quality

standards, grain handling practices, and related issues.

Food and Nutrition Service

Electronic Food The Food and Nutrition Service (FNS) continued the Electronic Benefit Transfer

Stamp Benefit (EBT) demonstration project in Reading, Pa. through 1985. Under this system,

Project Continued food stamp recipients have computerized food stamp accounts which they may
access at grocery stores with plastic magnetic stripe cards. Due to a very favora-

ble reaction, FNS is negotiating an extension of the project. An evaluation of

the system's cost effectiveness will continue.

Standards

Tightened

In fiscal year 1985, the maximum allowable error rate for food stamp overpay-

ments by State agencies decreased from 7 percent to 5 percent.

Operation

Awareness
Continued

Operation Awareness, a joint effort by Federal, State, and local governments to

curb fraud, waste, and abuse in the Food Stamp Program, continued to be very

successful in its third year of operation. The number of fraud investigations and

hearings increased as did the amount of claims collected.

Food Stamp Benefits

Increased

In October, the maximum food stamp allotment for a family of four increased

from $264 to $268 a month to reflect the rise in the cost of food.
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Food Stamp
Participation

Stabilized

During fiscal year 1985, Food Stamp Program monthly participation averaged

about 19.9 million people. Due to high turnover rates, total participation for the

fiscal year may be as high as 35 million. This is about the same as in fiscal

year 1984, which was the lowest level since June 1980.

Compliance FNS initiated a national retailer compliance campaign to test various methods

Campaign Begun to reduce violations by retail food stores participating in the Food Stamp

Program.

Nutrition Awareness
Campaign Continued

The "Make Your Food Dollars Count" nutrition awareness campaign to help

low income families buy and prepare more nutritious and less expensive foods

was extremely successful in its second year. Informational materials were dis-

tributed in all States. Many State and local agencies conducted educational ac-

tivities.

Surplus Food
Distributed

More than 900 million pounds of surplus food mostly cheese and butter worth

almost $1 billion—were distributed to the needy under the Temporary Emergen-

cy Food Assistance Program.

FNS Proposed FNS proposed a total rewrite of the major regulations for the National School

Rewrite of Rules Lunch Program. The rewrite would streamline the rules for more effective pro-

gram administration.

Verification Rule

Issued

FNS issued a final rule that requires States to verify applications submitted for

free and reduced price meals under the Child Care Food Program.

WIC Benefits

Targeted

To Most Needy

Many national level activities were initiated to promote targeting of WIC
benefits to women and infants at high nutritional risk.

"WIC: Focus on Management" was introduced to promote efficiency and excel-

lence in the WIC program in three areas: administrative cost, vendor, and

caseload management.

Technical assistance provided to all WIC State agencies helped improve the

identification and disqualification of food stores suspected of fraud and noncom-

pliance.

Supplemental More than 7 million pounds of food were distributed to needy senior citizens par-

Food Distributed ticipating in three demonstration projects. The projects in Detroit, Des Moines,

To Needy Seniors and New Orleans are examining ways to get supplemental foods to the needy

elderly, especially the homebound.

First Error In October, FNS and the State of Connecticut signed an agreement resolving

Rate Sanctions the State's liability for the over-issuance of food stamps. These are the first er-

Collected ror rate sanctions FNS has collected from any State agency.
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Food Safety and Inspection Service

Meat, Poultry

Inspected

Food Safety and Inspection Service (FSIS) inspectors and veterinarians (8,206 of

them in 7,200 meat and poultry slaughtering and processing plants) inspected

120 million head of livestock, 4.8 billion birds, and 119.6 billion pounds of

processed products.

Methods Made
More Efficient,

Effective

FSIS continued to update its inspection program. Progress was made in develop-

ing a government-industry cooperative inspection system which could have a

major impact on poultry production. Under the system, FSIS inspectors would
rely on computers and plant-operated quality control programs to help in deci-

sions about the safety and wholesomeness of the birds they are inspecting. This

system would allow for the inspection of a greater number of birds in a shorter

period of time while at the same time maintaining precise quality control

measures.

National Academy
Of Sciences Report

Issued

EEC Technical

Assistance Initiative

Developed

Advisory Committee
Appointed

Trichina Control

Strengthened

Residue Control

Continued

In July, the National Academy of Sciences (NAS), working under an FSIS con-

tract, issued a comprehensive report on the meat and poultry inspection pro-

gram saying that American consumers have access to meat and poultry that, in

general, is safe and wholesome. NAS supported inspection modernization efforts,

noted areas where the program could be strengthened, and laid out the charac-

teristics of an optimal meat and poultry inspection system, noting that many of

the components are part of the current system.

FSIS developed a technical assistance program to help U.S inspected meat estab-

lishments comply with the European Economic Community's Third Country

Directive. The directive specifies slaughter and operational requirements for

countries exporting red meat to the EEC.

The Secretary of Agriculture appointed an 18-person Meat and Poultry Advisory

Committee. The committee, made up of representatives from industry, academia,

and government, met in September to advise the agency on issues pertaining to

the Federal meat and poultry inspection program.

In April, FSIS unveiled a new trichina Enzyme Immunoassay (EIA), a blood test

procedure that speeds the testing of swine. Unlike other tests, EIA can be used

to check live hogs as well as carcasses, enabling the use of EIA for on-the-farm

surveys to locate infection sources. Further, the use of EIA could allow for the

certification of pork as trichina-free, making it easier to export pork to countries

requiring testing for trichina, and reducing time and costs for processing ready-

to-eat pork products.

FSIS continued its efforts to keep drug-contaminated meat poultry from reach-

ing consumers. FSIS was finding that illegal drug residues in young calves were

becoming widespread and, as a result, began inplant testing of carcasses. Use of

the new Calf Antibiotic and Sulfa Test (CAST), along with a drug-free certifica-

tion program and extensive education efforts, cut the violation rate in half. FSIS

also investigated charges that residues in meat and poultry products may be

causing premature sexual development in some Puerto Rican children. While a
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complete report on the investigation will not be available until early 1986,

preliminary results of the testing showed no trace of diethylstilbestrol (DES) or

zeranol, the estrogenic compounds most often blamed for the problem.

Enforcement
Actions Taken

Inspection

Program Reviewed

Violations of Federal inspection regulations by meat poultry slaughter and

processing companies resulted in 41 criminal prosecutions. FSIS also took ad-

ministrative measures that resulted in withdrawal of Federal inspection services

from eight firms.

FSIS completed a special review of the inspection program in southern Califor-

nia after employee concerns about program integrity threatened to damage con-

sumer confidence in meat and poultry. A number of administrative and inplant

weaknesses were discovered during the review. A special team was detailed to

initiate and monitor corrective action. After significant improvements, the spe-

cial team was replaced by a new, permanent area supervisor.

Foreign Agricultural Service

U.S. Agricultural U.S. agricultural exports in fiscal year 1985 were valued at $31.2 billion, down

Exports Declined 18 percent from $38 billion in fiscal year 1984. Export values were 29 percent

lower than those in fiscal year 1981, when they reached an alltime high of

$43.8 billion. A reduction in demand for U.S. agricultural exports due to world

marketing conditions more than offset increases in commodity prices. The

volume of U.S. agricultural exports in fiscal year 1985 was 125.7 million tons,

12 percent below the tonnage the previous year and 23 percent below the fiscal

year 1980 record of 163.7 millions tons. The strong U.S. dollar, modest growth

in the world economy, large foreign crop supplies, and intense competition from

major exporters (including subsidized export from the European Community) all

contributed to the deterioration of U.S. agricultural exports in fiscal year 1985.

Credit Programs In fiscal year 1985, USDA approved $2.5 billion for export credit guarantees in

Boosted Exports support of U.S. agricultural exports under CCC's Export Credit Guarantee Pro-

gram (GSM-103). This program provided export assistance to more than 20 com-

modities or commodity groups. The largest financing was allocated to wheat,

feed grains, oilseeds and products, cotton, and rice.

Export Enhancement
Program Announced

The Export Enhancement Program was announced by the Secretary on May 15.

The program is designed to offer $2 billion in Government-owned commodities

over the next 3 years as bonuses to U.S. exporters to expand sales of U.S.

agricultural commodities in selected markets which have been taken over by

competing nations through the use of unfair trade practices.

By yearend, the Department had announced export enhancement initiatives for

10 countries covering 4.1 million tons of wheat, 964,000 tons of wheat flour,

100,000 tons of barley malt, 40,000 tons of rice and 8,000 tons of frozen poultry.
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Food Aid to Africa

Topped 3 Million Tons

Agreement with Israel

Negotiated

Record food aid funding in fiscal year 1985 provided more than 3 million metric

tons of emergency food to Sub-Saharan Africa. This assistance was valued at

over $1 billion, and was channeled through various U.S. Government food aid

programs. Because of the extreme needs of Sub-Saharan Africa, supplemental

funding was forthcoming to make fiscal year 1985 a record year in which more

than $2 billion was directed into P.L. 480 title I/III and title II programs.

The P.L. 480 title I/III programs provided loans to more than 30 developing

countries on concessional terms to purchase over 5.2 million metric tons of U.S.

agricultural products.

Negotiations were completed and an agreement approved by the Congress to es-

tablish a free trade area between the United States and Israel. Under the agree-

ment, each country will eliminate all customs tariffs over a 10-year staging

period. Implementation began in September 1985.

Trade Offices

Opened
USDA opened two additional agricultural trade offices in 1985, one in Guang-

zhou, China and the other in Baghdad, Iraq. The Guangzhou office is the second

located in the People's Republic of China. It is located in the southern port city

once known as Canton. This office will service U.S. trade interests in southern

China as well as assist in developing new and larger markets for U.S. products.

The Baghdad trade office will service the new U.S. trading arrangements that

have developed in Iraq for U.S. agricultural products. USDA also operates 11

other agricultural trade offices in key markets around the world.

Forest Service

Studies Prompted Over the past 3 years, the Forest Service completed 11 productivity improve-

Cost Reductions ment and 5 National Administrative Review studies aimed at streamlining oper-

ations. The agency began implementing 411 cost-reduction items identified from

these studies.

FS, BLM Proposed
Land Interchange

Timber Purchasers

Applied for Relief

From Contracts

The Forest Service and the Department of Interior's Bureau of Land Manage-

ment (BLM) proposed interchanging about 30-35 million acres of land and un-

derlying minerals. The proposal was designed to enhance public service and

improve administrative efficiency, since many of the agencies' lands are inter-

spersed.

Final rules issued for the 1984 Federal Timber Contract Payment Modification

Act prompted 380 timber purchasers to apply for relief from their National

Forest timber sale contracts, primarily in the West. The law enabled these pur-

chasers to buy out of contracts that have become unprofitable for them to fulfill.

The applications affect 600 timber sales and 9.7 billion board feet. The Forest

Service expects to receive over $172 million in buy-out payments.
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Task Force Studied

Timber Sale

Accounting Systems

The Forest Service was directed by Congress to improve accounting of the costs

and benefits of the timber sale program. To do so, it formed a Timber Sales Ac-

counting Task Force to develop an accounting system that displays costs,

benefits, and revenues for the timber sale program. The end result will be a

recommendation to Congress for a national accounting process for the agency.

Forest Products The Forest Products Laboratory in Madison, Wis., celebrated its 75th anniver-

Lab Celebrated sary in 1985. In its lifetime, scientists have developed many new ways to use

75th Anniversary wood more efficiently. Providing affordable, quality housing was one of the most

important contributions the Laboratory's researchers have made to the Ameri-

can people.

FS, EPA Tested As a part of ongoing study of acid rain, the Forest Service and the Environmen-

Acidity of Lakes tal Protection Agency tested acidity and alkalinity levels of 888 lakes in 10

western States. Lakes under study included 425 in designated wildernesses that

were sampled by Forest Service personnel traveling by horse or on foot.

Fires Burned
3 Million Acres

Nationally, wildland fires consumed 3 million acres during the 1985 season. In-

cluded were 633,756 acres of National Forest System lands, the most since 1934.

Forest fire expenditures topped $165 million.

Preliminary Findings

Released

on Timber Study

The Forest Service released preliminary findings on a study covering forest

resources in the South. The findings show that certain trends will have a seri-

ous effect on softwoods if allowed to continue. The trends included less regenera-

tion of cutover pine stands, faster decline in the total area of timberland acres,

and a high mortality rate due to insects and diseases.

Human Nutrition Information Service

Dietary Guidelines The core of Federal dietary guidance since 1980, "Nutrition and Your Health:

Revised Dietary Guidelines for Americans," was revised based on recommendations of

the Dietary Guidelines Advisory Committee. The Human Nutrition Information

Service (HNIS) is distributing 1 million copies and encouraging others to print

and distribute additional copies of the revised bulletin.

Guidelines

Featured
The nutrition session of the Agricultural Outlook Conference featured ways in

which the Dietary Guidelines information is being promoted by HNIS, the

Extension Service, and the food marketing industry.

Continuing Survey
Initiated

This new dimension to the National Nutrition Monitoring System was initiated

in April. It is the first nationwide dietary survey to be conducted on a continu-

ing basis. The first report, just released, presents information on food and

nutrient intakes in the spring of 1985, compared with similiar information col-

lected in the spring of 1977.
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Nutrient Data A computerized nutrient composition file for over 4,700 food products was deve-

Base Developed loped for estimating the nutrient content of diets reported in the "Continuing

Survey of Food Intake by Individuals". The file extends the number of dietary

substances covered for survey purposes from 15 to 28. It is the first USDA
nutrient composition file for surveys to include data for dietary fiber; zinc; sodi-

um; potassium; copper; folacin; vitamin E; carotene; alcohol; cholesterol; and to-

tal saturated, monounsaturated, and polyunsaturated fatty acids.

Criteria for

Diets Studied

'Nutrient Adequacy: Assessment Using Food Consumption Surveys" reported

the findings of a committee formed by the Food and Nutrition Board, National

Academy of Sciences, and sponsored by HNIS. The report describes a probability

approach to assessing risk of nutrient deficiencies based on dietary data from

surveys.

Data on Nutrient "Nutritive Value of Foods," an HNIS bulletin for nutrition educators, health

Content of Foods professionals, and the general public, was updated and expanded. It now shows

Published the caloric values, percent moisture, and contents of 17 nutrients for about 900

foods. The nutrients are protein; fat; carbohydrate; calcium; phosphorus; iron;

potassium; sodium; vitamin A; thiamin; riboflavin; niacin; ascorbic acid;

cholesterol; and total saturated, monounsaturated, and polyunsaturated fatty

acids.

Nutrients in Food Estimates of the nutrient content of the 1984 food supply were added to the

Supply Estimated historical series of annual estimates, beginning with 1909. Data are published

in Agricultural Statistics, Statistical Abstract of the United States, Nutritional

Food Review, and Food Consumption Price and Expenditures.

Cost of Food
At Home
Published

The cost of food in the four USDA family food plans— thrifty, low-cost,

moderate-cost, and liberal—was estimated monthly, released to the press, and

published in Agricultural Statistics, Statistical Abstract of the United States,

and Family Economics Review.

National Agricultural Library

New Specialized

Informaton Centers

Created

Second Laser

Videodisk

Initiated

The National Agricultural Library (NAL) created five new specialized informa-

tion centers focusing on major agricultural topics—aquaculture, biotechnology,

critical agricultural materials, food irradiation, and horticulture. Additional

centers on alternative farming systems and fibers are planned.

A second laser videodisk for the storage and retrieval of full-text agricultural in-

formation was initiated. This was based on the success of laser technology in-

volving the "Pork Industry Handbook" produced by the Extension Service. The

new disk, containing the full text and associated graphics for 13 USDA publica-

tions, will be offered free to land-grant university libraries.
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Forestry Photo
Collection Acquired

The Forest Service historical photo collection consisting of over 500,000 photos

and several thousand slides—the largest of its kind in the world—was acquired

by the NAL together with the Forest Service permanent image database, an on-

line index to the collection. Negatives of the collection materials are housed at

the National Archives and prints can be ordered from that institution.

Illinois Joined

Document Delivery

System

The University of Illinois became the 36th State and the 8th region to join the

Regional Document Delivery System (RDDS), a network partnership providing

document delivery service to USDA field personnel.

Veterinary Science

Agreement Reached
With NLM

An agreement was reached with the National Library of Medicine regarding

various fields of veterinary science. The understanding involved commitments

on acquisitions, processing priorities, availability of materials, and preservation

of materials, for future needs.

Software Demo
Center Established

A national demonstration center for food and nutrition microcomputer software

was established at the Library.

The initial collection contains more than 70 food and nutrition programs. Soft-

ware producers donated demonstration disks or copies of their programs with

full documentation for inclusion in the AGRICOLA database, as well as for the

NAL Food and Nutrition Information Center.

Electronic Document
Delivery Network
For Regions Studied

The feasibility of using electronic telecommunication techniques for document

delivery within a network was the subject of a new study involving the regional

research center libraries of the Agricultural Research Service. In this telefacsi-

mile project, the center libraries were linked with the NAL, their own State

land-grant library, and other appropriate libraries serving the center library.

The system was designed to enable the center library to supply a much higher

proportion of documents requested by scientists at those centers than is now the

case.

Feed Composition The Feed Composition Data Bank (FCDB), containing information on more than

Data Bank Grew 23,000 feedstuffs from around the world, became operational at NAL after trans-

fer from Utah State University. The FCDB exchanges feed composition informa-

tion within the International Network of Feed Information Centers (INFIC).

Since its transfer, it has grown rapidly through use of the research papers avail-

able at the Library.
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Office of the Consumer Advisor

Regional Editors The Office of the Consumer Advisor (OCA) served as the Department coordina-

Conferences Held tor for a series of five editors' conferences on food safety and nutrition conducted

by the Department of Agriculture and the Food and Drug Administration. The
conferences were conducted in Dallas, San Francisco, Chicago, Atlanta, and New
York. They were targeted to food, health, science, consumer, and agricultural

journalists, and other information multipliers that the public depends upon for

guidance about food safety and nutrition.

There were two major objectives: (1) To get sound information about food saftey

and nutrition to the public via journalists and other information multipliers and

(2) to encourage journalists to contact appropriate government officials in the

course of preparing an article or a broadcast about an issue with which the

Department or the Food and Drug Administration is involved.

The 235 journalists and other information multipliers who attended the five con-

ferences have the potential of reaching at least 172 million households.

Conference attendees received updates on food safety and related proposed legis-

lation; nutrition, agricultural, and human nutrition research; food assistance

programs ; how agricultural policy affects consumers; and how consumers can

access services and information from the Department of Agriculture and the

Food and Drug Administration.

Information

Provided

In addition the consumer advisor used radio and television interviews, articles

written for Department publications, and other public forums to provide infor-

mation about food, agriculture, and Department consumer services.

Office of Energy

Participated

In Working Groups
The Office of Energy (OE) represented the Department at meetings of the Ener-

gy Resource Working Group, which addressed concerns about increasing imports

or refined petroleum products; and the Ethanol Working Group, which addressed

issues relating to fuel ethanol subsidies and imports.

Lead-Ban In response to farmers' concerns about EPA's planned ban in 1988, OE worked

Study Launched with the Environmental Protection Agency (EPA), farm equipment manufac-

turers, and major farm organizations to initiate a study to determine what ef-

fects a ban on leaded gasoline would have on farm equipment.
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Farmers, Others OE worked with EPA and with other USDA agencies to alert farmers and rural

Alerted service station owners about new Federal regulation of underground storage

tanks for gasoline and other hazardous substance. Leaking tanks can con-

taminate valuable ground water used for irrigation and drinking, as well as

result in petroleum product losses.

Census To Probe OE was instrumental in convincing the Department of Commerce to obtain in-

Gas Use formation in the forthcoming census of agriculture concerning natural gas pur-

chases by farmers. Under Federal law, farmers can receive 100 percent of their

natural gas needs even after deliveries to most other users have been curtailed.

An accurate record of use is required, however. Only the census can provide this

information in enough detail.

Biomass Energy The Department cosponsors a number of energy symposiums with other organi-

Symposiums zations. In these, scientists report the results of biomass energy research and its

Supported application on farms. Most of these activities are coordinated by OE through its

participation on the Council of Biomass Energy Technology Sponsors (CBETS).

Other Federal Government members of CBETS are the Department of Energy

and the Tennessee Valley Authority.

Office of Governmental and Public Affairs

Yearbook Dealt Editing, publication, and distribution of the 1985 Yearbook of Agriculture, "U.S.

With the World Agriculture in a Global Economy," was coordinated by the Special Programs Di-

vision (SPD) of the Office of Information (01).

Electronic

Dissemination

Established

SPD also worked with the Office of Information Resources Management in es-

tablishing a new electronic service, Electronic Dissemination of Information

(EDI), which speeds delivery of Department economic, statistical, and market in-

formation to information gatekeepers, such as electronic information services.

FOI, Privacy

Work Merged
Departmental coordination and administration of the Freedom of Information

and Privacy Acts was merged in one office in the Office of Information.

Printing Orders Printing orders sent by USDA to the Government Printing Office, to contrac-

Declined tors, and to the Department's own printing plant decreased from 13,316 in fiscal

year 1984 to 12,782 in fiscal year 1985, the Publishing Division of the Office of

Information recorded. At the same time, that division identified several areas

where substantial savings could be realized in printing costs without disruption

of programs. These included rush printing, administrative printing, field print-

ing, elaborate printing, and reprinting.
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Work Transferred Photocomposition work was transferred from the Office of Operations to the

Office of Information.

Feature Service

Opened
A new feature service was opened by the News Division of the Office of Informa-

tion. At the same time, that division revamped its press release distribution

system.

Food Editors

Conferred

The Office of Information worked closely with the Office of the Consumer Advi-

sor and the Food and Drug Administration in conducting a series of regional

food editors' conferences.

Satellite Use
Increased

The use of satellites to distribute information from the Department was in-

creased significantly. Within the Office of Information, the Radio and Television

Division (RTD) joined the Video and Film Division to conduct several satellite

television press conferences including the Secretary and quests. At year's end,

President Reagan participated in such a conference.

Actualities

Spurred Calls

As RTD increased the use of voice actualities in its news coverage to two-thirds

of all such broadcasts, broadcasters responded by increasing their calls to the

service by 22 percent, to 27,741 for the year.

Duplication

Halved
By distributing more of its television programming by satellite, RTD cut its

videotape duplication and distribution in half.

Teleconference In its first year of operation, the Department's Teleconference Center conducted

Center Was Busy 18 video teleconferences. These included the satellite news conference featuring

President Reagan and the Secretary. All major networks excerpted news stories

from that conference and 1,500 radio stations carried it.

Visual Design The Visual Design Service of the Office of Information, produced 2,500 jobs at a

Work Increased cost of $2,116,196 for agencies of the Department and other Federal agencies in

fiscal year 1985, an increase over the previous year. Highlights included a

major exhibit on The Mall for the President's Committee on Employing the

Handicapped, a major exhibit on remote sensing for an international forestry

conference in Mexico, a package of design concepts for the Dietary Guidelines,

and a major visitors' center for the Forest Service in Alaska.

OPL Coordinated The Office of Public Liaison (OPL) coordinated the preparation and distribution

Farm Bill Papers of several background papers on the Farm Bill. It also coordinated invitations to

several White House events. In addition to coordinating briefings and serving as

Departmental speakers bureau, OPL arranged several special events such as the

Farm Women's Forum and National Agriculture Day.
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OIA Helped
State, Local

Governments

Office of Intergovernmental Affairs (OIA) helped State and local governments

pursue the proper channels within USDA and other agencies to qualify for Fed-

eral assistance in a year of severe rural economic stress, floods, drought, insect

blight, and severe winter storms. It also kept them informed on the progress of

the Farm Bill and credit legislation.

Manual
Completed

01 and the Extension Service completed a career development manual designed

to help school-age Indian youth become aware of the large number of occupa-

tions open to them.

Office of Inspector General

Computer Security,

Accountability

Strengthened

The Office of the Inspector General (OIG) reviewed the security, accountability,

and capacity management of the Kansas City Computer Center (KCCC), the

Fort Collins Computer Center (FCCC), and the USDA National Finance Center

(NFC). These reviews resulted in recommendations to improve overall computer

security. The centers initiated corrective actions.

REA Loan Making
Policies Questioned

Audits regarding the Rural Electrification Administration's (REA) loan-making

policies for telephone companies and electric generation and transmission

cooperatives were undertaken by the OIG.

OIG estimated that REA made over $1 billion in loans at subsidized interest

rates to borrowers who could afford to obtain financing from private sources or

to pay REA higher interest rates. These loans will cost the Government over

$500 million in interest over the life of the loans.

In its loan approval process, OIG found REA needed more effective controls to

ensure that loans were approved based on current growth forecasts. REA ap-

proved construction loans totaling over $3.1 billion to five of the eight borrowers

reviewed onsite, based on power requirement studies which were either outdated

or did not fully support the need for the loan. REA formulated proposed changes

which would require borrowers to prepare annual updates using newer, more ac-

curate forecasting methods.

Future avoidance of situations of this type will have significant monetary

impacts.

Costs Questioned, During fiscal year 1985, as a result of its audits, OIG questioned costs and loans

Savings Realized totaling $5,147 million and resolved 789 audits resulting in total savings and

cost avoidance of $241.1 million. This represents $43.9 million in claims estab-

lished for recovery and $197.2 million in agreed-upon savings, management im-

provements, and sanctions.
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Investigative A joint OIG and U.S. Customs Service investigation resulted in guilty pleas by

Strategies Had 12 individuals and 13 companies for illegally diverting foreign sugar to domestic

National Impact markets. The sugar was imported under the provisions of the USDA Sugar Re-

export Program which permits the refining of foreign sugar in the United States

for re-exportation to world markets. As a result of the investigation, OIG assist-

ed the responsible USDA agency in effecting a major revision to the program

regulations to preclude recurrence of similar violations.

Marijuana

Language Changed
As a result of OIG's continuing support of the Department's marijuana eradica-

tion activities, OIG worked with the Agricultural Stabilization and Conservation

Service (ASCS) to change language in the recently passed Farm Bill (H.R. 2100)

to preclude USDA program payments to producers who had been convicted of

growing and/or cultivating marijuana on their lands. Previously the producer

had to be convicted of harvesting marijuana before USDA payments could be

denied.

Office of International Cooperation and Development

USDA Managed The Office of International Cooperation and Development (OICD) managed inter-

Programs in 110 national cooperation and development programs on behalf of USDA with 110

Countries countries in fiscal year 1985. These programs involved technical assistance,

training, international research, scientific and technical exchanges, private sec-

tor relations, and cooperation with international food and agricultural organi-

zations.

Assistance Helped
Developing

Nations

Training Increased

Knowledge of the

U.S. as Resource

OICD sponsored technical assistance activities in 87 developing and transitional

countries under 158 agreements with the U.S. Agency for International Develop-

ment (AID). Projects ranged from the development of a livestock quarantine unit

in Somalia to agricultural data and collection projects in Egypt and Pakistan.

Representatives of 10 countries attended a dryland area management seminar

coordinated by OICD.

OICD also began a new program to monitor how food consumption is affected by

development projects overseas. In Mexico, a long-term soil conservation effort fo-

cused on improved technology and management. OICD provided some 760 tech-

nicans drawn from USDA, U.S. colleges and universities, and the private sector

to carry out its technical assistance projects overseas.

International training programs managed by OICD provided academic as well as

nonacademic educational experiences for 2,401 agriculturists from 110 countries.

The training is offered in U.S. colleges and universities, USDA laboratories, and

the private sector. Short in-country courses were provided to 11 countries.
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Eight countries were selected to take part in USDA's Middle Income Country

(MIC) Training Program. The MIC program assists in a country's economic de-

velopment and helps promote trade for U.S. agricultural exporters. Countries in-

cluded in the program are Algeria, Iraq, the Ivory Coast, South Korea, Mexico,

Turkey, Venezuela, and Yugoslavia.

Scientific

Exchanges
Carried Out

OICD carried out 116 scientific exchanges with 33 countries involving 267 U.S.

and foreign scientists. Exchange programs were resumed with the Soviet Union

and China, providing the United States with increased access to useful biologi-

cal materials, technical and economic information, and market development op-

portunities.

Highlights of other exchanges included Mexico—on the control of the Africanized

bee; West Germany—on acid rain; and France—on new spectral types of remote

sensing useful in managing forests.

International

Research Benefited

U.S. Farmers

International research projects coordinated by OICD sought to control potential-

ly destructive plant and animal diseases before they enter the United States.

Researchers studied Heartwater, or Cowdrisosis, a fatal disease in livestock in

the eastern Caribbean, and the extent of tropical ticks which transmit the dis-

ease. In Yugoslavia, researchers developed a skin test for Listeria monocytogenes

in cattle. This is a rare disease that can be transmitted to humans via milk; it

killed more than 90 people in the United States in 1985. Studies in India in-

cluded the biology and control of citrus blackfly. In Costa Rica researchers are

seeking to identify all fruit fly pests occurring on major fruits and their hosts.

OICD
Was Active

In Issues

OICD action on policy issues this year included stronger focus on Africa's food

problems, the role of food aid, and long-term development by the World Food

Council (WFC); progress on the ministerial-mandated trade study in the Organi-

zation for Economic Cooperation and Development (OECD); the adoption of a

code of conduct on the distribution and use of pesticides by the Food and

Agriculture Organization (FAO); administrative streamlining in the Inter-

American Institute for Cooperation in Agriculture; and placement of Americans

in key positions with international organizations.

President's CBI USDA's well-received agricultural marketing workshops for the Caribbean Ba-

Supported sin and Central America continued to help implement the President's Caribbean

Basin Initiative for the region. More than 500 participants from 22 Caribbean

Basin countries and the United States took part in a workshop in New Orleans

in September. In-country seminars were also conducted in Guatemala, El Sal-

vador, Honduras, and Belize.

A key to USDA's continued success in implementing the CBI has been the in-

volvement of the Secretary's Agribusiness Promotion Council and OICD's Pri-

vate Sector Relations unit.
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Office of Rural Development Policy

Rural Volunteer

Program Launched
Recognizing the need of many small towns for technical and administrative ex-

pertise not always available to them, the Office of Rural Development Policy

(ORDP) recommended a Public Administrators' Rural Technical Assistance pro-

gram. A three-State pilot project is now getting underway in Utah, South Dako-

ta, and Nebraska. It is coordinated by ORDP. The program is a low-cost method
to help small towns through a plan to recruit retired Federal employees with a

wide range of valuable skills for volunteer services in rural governments. With
minimal financial commitments from the Federal and State Governments, com-

munities gain the kinds of services they could not otherwise afford.

Help for Distressed

Farmers Explored
ORDP monitored State efforts to provide assistance to farmers experiencing un-

usually high levels of financial uncertainty and hardship. The agency also con-

ducted a study of the effects of the current situation in the agriculture sector on

farmers and rural communities. The study compared the present to past develop-

ments, and discussed what means existed to ease the distress being felt by dis-

placed farm families and their communities.

Rural Roads, In response to a 1984 conference, ORDP cooperated with other agencies in the

Bridges Studied Department to produce a comprehensive and current study of rural transporta-

tion systems. The study examined ways to finance construction repairs on rural

roads and bridges. Four midwestern States were used as examples. ORDP dis-

tributed the study to transportation officials in all States to share the creative

programs.

Agricultural

Diversification

Promoted

A senior analyst was provided to work on a one-on-one basis with farmers, rural

community leaders, and the State government in Utah. The expansion and

diversification of agriculture in Utah was promoted as a way to encourage rural

development activities by strengthening rural economies. In particular, the

analyst worked with, advised, and tracked the progress of farm operators ex-

perimenting in agricultural entrepreneurship ventures.

This work provided ORDP with first-hand knowledge of inherent strengths and

weaknesses in this approach to rural development.

Study Prepared On
Investment Strategy

The agency represented the Department in the first rural Negotiated Invest-

ment Strategy project designed to bring together teams of local leaders with

State and Federal officials to deal as equal partners and negotiate solutions to

complex problems that impeded a community's specific needs. Cosponsored by

the Department of Agriculture and the Office of Management and Budget, this

project included the Cherokee Nation and Adair, Sequoyah, and Cherokee Coun-

ties in Oklahoma: a team representing the State of Oklahoma; and representa-

tives of 11 Federal departments and agencies. Upon completion of the project, a

study was prepared which compared this application to earlier urban applica-

tions and included recommendations for future rural projects.
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Office of Transportation

Personnel

Realigned

In August, the Office of Transportation (OT) was reorganized into two divisions,

domestic and international, to reflect a growing emphasis on improving interna-

tional trade, while providing more support for analysis of rapidly changing

domestic transportation issues.

Rail

Deregulation

Analyzed

A case study that measured the impact of rail deregulations on the grain mar-

keting system and the prices paid to Kansas farmers was completed in coopera-

tion with Kansas State University. Also, a nationwide survey was conducted to

update information about rail contracts, operational practices, switching fees,

and cancellation of joint rates and routes. The information was included in posi-

tion papers before other regulatory agencies and to provide information to Mem-
bers of Congress.

Container

To Ship Bees

Developed

A new fiberboard tube packing system for shipment of bees was designed and

tested by OT researchers. The stronger and safer system, for which USDA will

hold a public patent, costs no more than traditional wood and wire screen cages.

Less Costly

Refrigerant Systems

Found

OT researchers found an alternative to diesel/ mechanical refrigeration for rail

shipment of frozen foods. A liquid carbon dioxide system was shown to cost less

while providing some technical advantages. About 150 railcars have been con-

verted to the system. In a separate project both mechanical and cryogenic

refrigerant systems were evaluated for use on combination multi-compartment

trailers used for fresh and frozen food deliveries. The cryogenic systems were

more cost effective and cooling levels recovered faster.

Project

Completed
OT concluded a long-term study to develop new equipment and methods for

shipping feeder and slaughter cattle with onboard feed and water. Intermodal

livestock containers for transportation on flatcars and containerships were built

by industry based on results of this study.

Rural Bridges

Studied

On site surveys, conducted and evaluated by OT specialists show that timber

used to replace and rebuild the many deteriorating U.S. rural bridges will cost

less than concrete and steel construction. OT is helping prepare and distribute a

design and construction manual for rural transportation officials. The technolo-

gy was developed by the U.S. Forest Service and the American Institute of Tim-

ber Construction.

Trade
Relations Improved

Transportation seminars for Japanese agriculture interests and an extensive

tour of U.S. facilities for the Chinese have helped both countries develop plans

to improve their agricultural transportation systems. An immediate result: The

Chinese are negotiating purchase of U.S. railcars, trucks, trailers, and con-

tainers.

:5:}



Packers and Stockyards Administration

Efforts Increased

To Combat Bribery,

Kickback Schemes

Meat packers in Iowa and Nebraska agreed to $37,500 in civil penalties and

cease and desist orders to settle charges of bribing the meat buyer for a Florida

grocery chain to buy their products. This was part of an intensified effort by the

Packers and Stockyards Administration (PSA) to combat commercial bribery,

kickbacks, and other illegal practices in transactions involving the sale of meat

and meat products. In another case, a broker was charged with paying nearly

$73,000 secretly in cash to a meat buyer for one of the Nation's major food

chains to influence his selection of suppliers. The broker also was charged with

paying more than $19,000 to induce the salesman of a major meat packer to sell

products through the firm. A California meatpacker was charged with making

cash kickbacks over several years to meat buyers employed by a food service

firm owned by an international airline, and to two hotels and a restaurant in

Hawaii.

Fund Diversion

Drew Penalties

Two meatpacker officials each agreed to civil penalties of $10,000 and cease and

desist orders to settle charges of illegally diverting corporate funds to them-

selves instead of paying for meat purchased from suppliers in Arizona, Califor-

nia, Idaho, Kansas, Nebraska, Oregon, South Dakota, Utah, and Washington.

Litigation is still pending against two other respondents. An Arizona packer and

an owner were assessed $25,000 for altering weights on carcasses sold to a na-

tional chain store. A Pennsylvania packer was charged with illegally increasing

the weight of meat sold to schools, hospitals, hotels, and restaurants.

Fraud Schemes Three livestock dealers were suspended 2-1/2 to 5 years in separate financial

Drew Suspensions fraud cases in the purchase and sale of feeder cattle.

Crackdown
Continued

The continuing crackdown on trade practice violation resulted in six completed

cases with suspensions ranging from 7 days and $17,000 in civil penalties to 6

months and $10,000 in civil penalties. Another 12 similar cases are pending.

Largest Hog Buyer
Suspended One Year

The Nation's largest hog buyer, with over 100 buying stations in 10 States,

agreed to a 1-year suspension of business and $45,000 in civil penalties. The

suspension was held in abeyance except for the firm's station at Prescott, IA.

The firm was charged with paying sellers on falsely reduced weights, with false-

ly increasing weights of hogs sold to its meat packer customers, and with mis-

representing the origin of livestock.

Price And Weight Five cases involving price and weight markups by livestock dealers and order

Fraud Crackdown buyers were completed. Penalties included suspensions ranging from 45 days to

Continued 3 years and more than $39,000 in civil penalties. Five similar cases are

pending.

Payment Protection

Sanctions Increased

A livestock dealer and order buyer was suspended for 5 years in the first litigat-

ed case under a major policy change to require more stringent sanctions in cases

involving failure to pay for livestock. The hearing judge said the 5-year suspen-

sion was justified in view of the respondent's "flagrant and chronic history of

violations." He said the sanction was the "minimum which can serve as an ef-

fective deterrent to the respondent and others."
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$3.6 Million Paid Meatpackers paid $3.6 million to livestock sellers under the statutory trust pro-

From Trust Funds visions of the Packers and Stockyard Act during 1985. The agency initiated 19

new statutory trust cases during the year in assisting persons who had sold

livestock on a cash basis but did not receive payment.

Bait and Switch The U.S. 10th Circuit Court of Appeals upheld an innovative USDA order re-

Order Upheld quiring a bulk meat distributor to pay a penalty of $20,000 and placing him un-

der a special restriction program. The meat merchant was found quilty of

defrauding customers in five western States through a bait and switch advertis-

ing scheme. The order requires him to notify USDA before opening any new
meat business, post a copy of the order in each store, advise each propective cus-

tomer of the order, and allow each customer a 48-hour "cooling off period.

Poultry Processor A U.S. district court permanently enjoined a poultry processor from failing to

Enjoined disclose the nature and effect of its weighing practices to its contract growers.

The court also ordered the firm to pay its growers on the basis of a net weight

taken within 12 hours after feeding ends, if processing had not started. The firm

was also ordered to make a reasonable attempt to equalize the time off feed for

its various growers, to process the poultry in order of arrival at the plant, and

to not, in any event, intentionally discriminate against any grower. The court is

now reviewing its decision on a motion for reconsideration.

Rural Electrification Administration

Electric Loans,

Guarantees Topped
The Rural Electrification Administration (REA) approved 169 loans during fiscal

year 1985 to furnish electric energy to persons in rural areas. They totaled $562

million. Four loans totaling nearly $75 million were guaranteed for generation

and transmission projects serving rural areas. At yearend, the total amount of

financing outstanding to electric borrowers was more than $33 billion.

Telephone Loans To extend telephone service in rural areas, REA approved 74 loans totaling

Dropped Below $225 million. The Rural Telephone Bank approved 52 loans totaling $168 mil-

$400 Million lion. At yearend, the total amount of financing outstanding to telephone borrow-

ers was $2.8 billion.

More Audits

Completed
REA completed 608 audits of borrowers loans, an increase of 26 percent over fis-

cal year 1984 audits. The improvement was made possible by more streamlined

procedures, additional staffing, and using the work of certified public accoun-

tants employed by borrowers.

Loan
Applications

Dropped

REA received applications for $538 million in loans from electric distribution

borrowers during fiscal year 1985, down from $614 million the previous year.

No requests were made for new generating projects because of overall surplus

capacity in the rural electric industry. Applications for new telephone loans also

dropped, from $327 million in fiscal year 1984 to $261 million in fiscal year

1985.

35



More Energy
Sold

The total energy sold by REA electric borrowers in 1984 was 165 million

megawatt-hours, an increase of nearly 7 percent over the previous year. Sales

by borrowers have shown energy growth more typically at 2 to 3 percent since

1980. The increase in 1984 probably is related to weather conditions and is not

a return to a faster growth pattern.

Electric Rates,

Usage Rose
Retail rates for residential consumers increased to an average of 6.9 cents per

kilowatthour in 1984, nearly 4 percent higher than the 1983 average. Average

usage per consumer rose about 2 percent to 914 kilowatthours per month, due

largely to weather extremes. Average residential usage has remained relatively

constant since 1981.

Finances

Improved
Electric distribution borrowers continued to show improved financial strength.

During 1984, composite net margins (income) increased 26 percent to $884 mil-

lion; equity rose from 31.6 to 33.6 percent; and the number of borrowers report-

ing deficits in net margins decreased from 26 to 20, the lowest number in the

electric program's history.

Borrowers
Paid Larger

Share of Costs

The ratio of borrower margins to interest expense increased from 2.46 to 2.68.

In 1984 margins represented about 8 percent of total operating revenue, up from

7 percent in 1983 and 6 percent in 1982. Increased margins mean that borrow-

ers were able to pay larger portions of their construction costs themselves and,

as a result, applied for fewer loans from REA.

Private Capital REA continued to attract private capital to the electric program. Pollution con-

Contributed to trol bonds and leveraged leasing by power supply borrowers brought more than

Electric Program $3 billion into the program. This was used to reduce outstanding loans guaran-

teed by REA to the Federal Financing Bank.

Revenue, Income, Operating revenue, net income, and the ratio of current assets to current liabili-

Assets Improved ties continued to improve for telephone borrowers during 1984, reflecting a

trend that has persisted since 1980. Composite operating revenue was $2.9 bil-

lion, net income was $446 million, and the ratio of current assets to current lia-

bilities was 255 percent.

Soil Conservation Service

Eighth SCS A Texas rancher, Wilson Scaling, was appointed by the Secretary to be the

Chief Appointed eighth chief of the Soil Conservation Service, effective May 21, within a month

of the agency's 50th anniversary observance on April 27.

Conservation The Food Security Act of 1985 (P.L. 99-198) provided for the nation's largest sin-

Reserve Created gle reserve ever established primarily for conservation. Up to 45 million acres of

highly eroding and highly erodible cropland can be retired during the crop years

1986 through 1990. The Soil Conservation Service (SCS) began planning to help

farmers and ranchers determine eligibility, develop plans, and establish grass or

trees.
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Other Initiatives Other conservation provisions of P.L. 99-198 will involve SCS in their im-

Included in Act plementation. They included the following: The sodbuster provision, which

makes agricultural producers ineligible for the benefits of certain USDA pro-

grams if they bring highly erodible lands into production without approved con-

servation plans; the swampbuster provision, which makes producers ineligible

for certain USDA benefits if they produce commodities on wetland that has been

substantially drained or altered for that purpose; and the conservation compli-

ance provision, which makes producers ineligible for USDA benefits if they

produce crops after 1995 on any highly erodible land without applying a district-

approved conservation plan.

Progress Made SCS continued work on the second comprehensive appraisal of the Nation's soil,

On Appraisal water, and related resources. A number of special studies and pilot projects will

yield information needed for the appraisal, to be completed in 1986.

Targeting Gains Areas selected to receive accelerated, targeted conservation technical assistance

Continued continued to show gains in soil and water saved: almost 5.8 million tons of soil

erosion prevented, an average of about 7.4 tons per targeted acre per year; and

150,400 acre feet of irrigation water saved on 289,300 treated acres.

Conservation

Tillage Rose
The use of soil-saving conservation tillage continued upward during 1984. Some
96.8 million acres of cropland were farmed with some conservation tillage sys-

tem, compared to 86.9 million acres of cropland in 1983.

Land Mapped,
Projects Progressed

SCS mapped 40.2 million acres and published 90 soil surveys. Small watershed

projects progressed with the start of construction on 13 projects. Planning for 43

projects was approved, as were operations of 34 projects and completion of con-

struction or closing out of 18 projects.

Funds Increased The agency funded $16.1 million in emergency flood protection during the year

and received $45 million for 1986 to cope with damages from catastrophic fall

flooding, primarily in six States.

Land Reclaimed The agency obligated $6.3 million for 76 new contracts in 14 States to reclaim

nonfederal rural land damaged by past coal mining that is hazardous to life,

health, or property.

Salinity Control

Coordinator Named
The agency named a veteran SCS engineering official to coordinate accelerated

technical assistance for salinity control in the Grand Valley area of Colorado,

and the Uinta Basin of Utah. The assistance that SCS provides to farmers and

ranchers in these areas is preventing about 50,000 tons of salt a year from en-

tering the Colorado River in irrigation return flows.
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Conference

Convened
SCS supplied staff assistance for the National Conference on Range called by

the Secretary and held November 6-8 in Oklahoma City. Cosponsored by a num-
ber of private organizations, the conference drew 600 participants to explore op-

portunities for conserving and improving range.

Symposium Held
On Erosion Control

SCS also cosponsored a national symposium with the Conservation Foundation

in May in Washington, D.C., on the offsite benefits that accrue to communities

and the Nation from preventing soil erosion.

Statistical Reporting Service

Integrated Survey
Program Expanded

Integration of the Statistical Reporting Service's (SRS) major multiple frame and

mail surveys involves combining several single purpose surveys into one survey

program. The pilot Integrated Survey Program initiated in June 1984 was fully

implemented on a monthly basis in Arizona, Illinois, and Tennessee. Parallel

test surveys were conducted in nine additional hog-producing States during June

and September 1985.

Outside Review A panel of 14 outside experts reviewed SRS's statistical programs and proce-

Panel Report dures and USDA's ecomomic analysis and outlook work. This review supported

Published present SRS efforts to move toward an integrated survey approach for major

crop and livestock estimates.

Crop Reporting An intense review of SRS estimation policy and procedures was conducted by an

Board Standards internal working group. Additional steps were identified for creating stan-

Reviewed dardized indications for all States, implementing probability survey procedures

for all major reports and improving data analysis and review procedures.

Historic Reviews
And Special Price

Bulletins Published

SRS published 5-year historic reviews for fruit, nuts, vegetables, and most

livestock statistical series during 1985, using 1984 Census of Agriculture data

as additional input. Five statistical price bulletins were issued covering prices

received by farmers for crop and livestock items and crop values.

Estimates

Reinstated

The semiannual peanut stocks report was restored to a monthly schedule. Esti-

mates for asparagus and estimates for cucumbers for pickles were restored to

the vegetable program, and the annual floriculture release was again published

in 1985.

Computer-Assisted SRS used Computer-Assisted Telephone Interviewing (CATI) successfully to col-

Interviewing lect data for several major surveys in California and Nebraska. The CATI soft-

Expanded ware is being adapted to new hardware for use in eight additional States.
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Farm Costs, SRS conducted a fully integrated multiple-frame survey consisting of 1984 farm

Returns Survey production expenditures, microeconomic statistics on cost of production for crops

Conducted and livestock, and farm financial and credit conditions. The expenditure data

were published in July for the United States, 10 farm production regions, and

by economic class of farm. The data on cost of production for forage, sugar beets,

rice, and burley tobacco were provided to the Economic Research Service for

analysis.

World Agricultural Outlook Board

USDA's Principal

Supply and Demand
Release Improved

The World Agricultural Outlook Board (WAOB) made significant improvements

in the content and timing of the "World Agricultural Supply and Demand Esti-

mates" report, a widely used forecast of U.S. and global food supplies. Break-

downs of estimates for each commodity were added to show key importing and

exporting countries. In addition to providing much-sought new information, this

change also reduced the potential for shocks to commodity markets, since the

expanded detail included production estimates for key countries that were form-

erly released separately on the previous day. These modifications, which impart

more useful data in a more timely manner, were well received by farmers, the

commodity trade, and policymakers.

Vital Data Current world weather analyses and commodity supply and demand estimates

Speeded to U.S. issued by the WAOB are frequently required on a rush basis by U.S. agricultur-

Attache Network al attaches. To meet this need, delivery of paper reports, which can take up to 2

weeks, was replaced by rapid electronic delivery. WAOB now electronically

transmits weekly domestic and international weather summaries and releases of

supply and demand estimates to the Foreign Agricultural Service, which relays

them immediately to attaches and counselors over its global electronic network.

Outlook

Conference

Streamlined

USDA's annual outlook conference, directed by the WAOB, was streamlined to

reduce the burden on participating USDA agencies and save attendees time and

money. The conference was reduced from 4 days to 3, joint authorship of papers

was encouraged, and topics were more tightly focused on essential commodity

outlook and issues. Special arrangements were made to permit long-distance

callers to listen to key sessions at a reasonable cost. The early December confer-

ence was well timed to provide timely insight into the agricultural outlook for

1986 and the implications of new farm legislation.

USDA Represented

In Space Policy

Formation

WAOB, which is charged with coordinating remote sensing activities Depart-

mentwide, represented USDA interests at a working group of the Cabinet Coun-

cil on Commerce and Trade charged with defining key issues in private sector

investment and involvement in space ventures. Extensive participation by

WAOB in these and other interagency activities has kept USDA's top officials

informed of progress in space commercialization—a development with potentially

great impact on USDA information gathering, technology use, and budget level.
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